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Shareholder Wealth Pownall (1986) Shareholder Wealth Returns based on weighted NYSE market index
Economic Profit Rogerson (1989) Economic Profit Share prices before & after contract award







































































































































































































































































































































































































































































































































































































































































































































































































































































































































Intangible Assetsit Proxy for intangible assets Measured as intangible assets less Goodwill divided by total sales for firm i  at time t .
Fixed Asset Turnoverit Proxy for efficiency scale Measured as total sales divided by avg. property, plant, & equipment for firm i  at time t .

























β 2  ; β 3 +
H2 explores the relationship between defense contractors’ asset base (efficiency scale) and 
economic moat




                          Moat it  =  β 0   +  β 1 Intangible Assets it   +  β 2 Fixed Asset Turnover it   +  β 3 Total Asset Turnover it






































































No. Parameter Inclusion Criteria Exclusion Criteria

































































































































N = 274 Mean Median Min Max Std Dev
MOAT % 0.04                          0.04                          ‐0.78 0.75                          0.12                         
ROIC %  0.12                          0.11                          ‐0.68 0.85                          0.12                         
WACC % 0.07                          0.07                          0.01                          0.13                          0.02                         
Intangible Assets % 0.05                          0.04                          0 0.46                          0.06                         
Fixed Asset Turnover 32.14                        17.27                        1.60                          328.17                      40.98                       
Total Asset Turnover  1.61                          1.23                          0.19                          5.91                          1.06                         
Total Sales $ 35,334,439,657       12,863,284,000       588,430,000            214,000,000,000     45,788,268,658      
N = 136 Mean Median Min Max Std Dev
MOAT % 0.07                          0.06                          ‐0.20 0.75                          0.13                         
ROIC %  0.15                          0.13                          ‐0.11 0.85                          0.13                         
WACC % 0.07                          0.07                          0.02                          0.12                          0.02                         
Intangible Assets % 0.06                          0.04                          0 0.40                          0.07                         
Fixed Asset Turnover 32.38                        19.03                        3.21                          328.17                      45.15                       
Total Asset Turnover  1.28                          1.14                          0.53                          2.73                          0.46                         
Defense Sales % 0.63                          0.75                          0.09                          1.00                          0.33                         
Defense Sales $ 10,623,460,735       5,171,373,680         327,800,000            42,425,000,000       11,521,205,883      
Cost Contracts % 0.49                          0.48                          0.02                          0.99                          0.23                         









Moatit  =  β1 Intangible Assetsit  +  β2 Fixed Asset Turnoverit    
+  β3 Total Asset Turnover %it  +  β4 Cost Contracts %it   

























Minimum ‐0.1991269 R‐Squared: 0.19318
1st Quartile ‐0.0295961 Adj. R‐Squared: ‐0.027549
Median 0.0003804 F‐statistic: 5.07612 on 5 and 106 DF
3rd Quartile 0.0253604 p‐value: 0.00032755








Intangible Assets it + ‐ ‐0.37420780 ‐1.8282 0.070333 .
Fixed Asset Turnover it + + 0.00017262 0.5332 0.595042
Total Asset Turnover it + + 0.13983210 3.3016 0.001311 **
Cost Contracts % it + ‐ ‐0.06445280 ‐0.5704 0.569615


















                               Moat it  =  β 1 Intangible Assets it   +  β 2 Fixed Asset Turnover it    +  β 3 Total Asset Turnover % it  




























































































Minimum ‐0.7145760  R‐Squared: 0.054267
1st Quartile ‐0.0271744 Adj. R‐Squared: ‐0.11287
Median 0.0065877 F‐statistic: 4.43749 on 3 and 232 DF
3rd Quartile 0.0348151 p‐value: 0.004697








Intangible Assets it + ‐ ‐0.14917732 ‐0.9470   0.34461 
Fixed Asset Turnover it + + 0.00010018 0.2919 0.77064   
Total Asset Turnover it + + 0.07709043 3.0373 0.00266 **
** Significant at the 0.01 level
























































































































































































































16 1600 HEAVY CONSTRUCTION OTHER THAN BUILDING CONST CONTRACTORS FLR 10
GLDD 10
KBR 9
J 10 J 9
36 3600 ELECTRONIC & OTHER ELECTRICAL EQUIPMENT (NO COMPUTER EQUIP) GE 10
37 3711 MOTOR VEHICLES AND PASSENGER CAR BODIES OSK 9
3720 AIRCRAFT AND PARTS AIR 9
TXT 8
3721 AIRCRAFT BA 9 BA 9
3724 AIRCRAFT ENGINES & ENGINE PARTS RTX 10 RTX 10
HON 10
3730 SHIP AND BOAT BUILDING AND REPAIRING GD 10 GD 10
HII 9 HII 9
3760 GUIDED MISSILES AND SPACE VEHICLES AND PARTS LMT 10 LMT 10
38 3812 SEARCH, DETECTION, NAVIGATION, GUIDANCE, AERONAUTICAL SYS LHX 10 LHX 3
NOC 10 NOC 10
3829 MEASURING AND CONTROLLING DEVICES, NEC CUB 9 CUB 7
45 4513 AIR COURIER SERVICES FDX 9
51 5122 WHOLESALE‐DRUGS PROPRIETARIES & DRUGGISTS SUNDRIES ABC 9
CAH 9
MCK 9
59 5961 RETAIL CATALOG AND MAIL ORDER HOUSES CDW 7
63 6324 HOSPITAL & MEDICAL SERVICE PLANS CNC 10
73 7373 SERVICES COMPUTER INTEGRATED SYSTEMS DESIGN CACI 9 CACI 9
LDOS 10 LDOS 10
SAIC 6 SAIC 6
87 8711 SERVICES ENGINEERING SERVICES ACM 9 ACM 9
8741 SERVICES MANAGEMENT SERVICES MANT 10 MANT 10
8742 SERVICES MANAGEMENT CONSULTING SERVICES BAH 9 BAH 9






























































 HEAVY CONSTRUCTION OTHER THAN BUILDING CONST  CONTRACTORS (1600) ‐3.16% 5.25% 8.35% 2.01% 21.05 1.57 9,580,818,133$         
Great Lakes Dredge and Dock Company  ‐4.82% 3.23% 8.04% 0.31% 1.95 0.88 710,021,300$             
Fluor Corporation ‐4.50% 5.50% 9.90% 0.46% 22.51 2.55 20,216,858,900$       
KBR, Inc ‐4.00% 4.60% 8.80% 3.71% 26.30 1.32 6,450,200,000$         
Jacobs Engineering Group Inc 0.67% 7.67% 6.67% 3.55% 33.45 1.53 10,946,192,333$       
ELECTRONIC & OTHER ELECTRICAL EQUIPMENT (NO COMPUTER EQUIP) (3600) ‐5.40% 0.00% 5.30% 11.58% 2.16 0.25 123,950,500,000$     
General Electric Company ‐5.40% 0.00% 5.30% 11.58% 2.16 0.25 123,950,500,000$     
MOTOR VEHICLES AND PASSENGER CAR BODIES (3711) 0.89% 12.33% 11.44% 8.57% 17.08 1.49 7,271,922,222$         
Oshkosh Corporation 0.89% 12.33% 11.44% 8.57% 17.08 1.49 7,271,922,222$         
AIRCRAFT AND PARTS (3720) ‐1.81% 7.32% 9.19% 4.60% 6.09 1.01 7,617,630,833$         
AAR Corp ‐3.36% 4.52% 7.89% 4.68% 6.68 1.09 1,874,886,667$         
Textron Inc ‐0.25% 10.13% 10.50% 4.51% 5.51 0.94 13,360,375,000$       
AIRCRAFT (3721) 31.67% 40.00% 8.11% 3.47% 7.99 0.98 86,264,333,333$       
The Boeing Company 31.67% 40.00% 8.11% 3.47% 7.99 0.98 86,264,333,333$       
AIRCRAFT ENGINES & ENGINE PARTS (3724) 6.75% 14.00% 7.35% 16.63% 7.14 0.77 49,804,650,000$       
Raytheon Technologies Corporation 6.40% 12.70% 6.50% 24.48% 7.05 0.72 61,224,000,000$       
Honeywell International Inc 7.10% 15.30% 8.20% 8.77% 7.23 0.82 38,385,300,000$       
SHIP AND BOAT BUILDING AND REPAIRING (3730) 7.55% 15.58% 8.03% 5.36% 6.48 1.04 20,051,200,000$       
General Dynamics Corporation 8.10% 15.50% 7.50% 4.28% 9.45 0.92 32,806,400,000$       
Huntington Ingalls Industries 7.00% 15.67% 8.56% 6.45% 3.51 1.16 7,296,000,000$         
GUIDED MISSILES AND SPACE VEHICLES AND PARTS (3760) 28.60% 34.80% 6.30% 3.87% 9.48 1.19 48,726,600,000$       
Lockheed Martin Corporation 28.60% 34.80% 6.30% 3.87% 9.48 1.19 48,726,600,000$       
SEARCH, DETECTION, NAVIGATION, GUIDANCE, AERONAUTICAL SYS (3812) 6.45% 13.00% 6.55% 7.98% 7.15 0.87 16,412,585,000$       
L3Harris Technologies 4.30% 10.90% 6.60% 14.69% 7.20 0.81 5,545,170,000$         
Northrop Grumman Corporation 8.60% 15.10% 6.50% 1.26% 7.10 0.93 27,280,000,000$       
MEASURING AND CONTROLLING DEVICES, NEC (3829) ‐1.42% 5.71% 7.13% 6.16% 19.41 1.16 1,347,285,000$         
Cubic Corporation ‐1.42% 5.71% 7.13% 6.16% 19.41 1.16 1,347,285,000$         
AIR COURIER SERVICES (4513) 0.78% 9.33% 8.67% 0.57% 2.43 1.36 51,679,777,778$       
FedEx Corporation 0.78% 9.33% 8.67% 0.57% 2.43 1.36 51,679,777,778$       
WHOLESALE‐DRUGS PROPRIETARIES & DRUGGISTS SUNDRIES (5122) 7.33% 12.15% 4.74% 1.49% 91.27 4.16 136,104,430,815$     
AmerisourceBergen Corporation 12.11% 15.00% 2.56% 1.17% 111.64 5.08 127,637,292,444$     
Cardinal Health, Inc 4.67% 10.00% 5.22% 1.37% 67.08 3.87 115,676,000,000$     
McKesson Corporation 5.22% 11.44% 6.44% 1.91% 95.10 3.52 165,000,000,000$     
RETAIL CATALOG AND MAIL ORDER HOUSES (5961) 7.65% 13.40% 5.75% 7.57% 83.65 2.11 14,182,585,714$       
CDW Corporation 7.65% 13.40% 5.75% 7.57% 83.65 2.11 14,182,585,714$       
HOSPITAL & MEDICAL SERVICE PLANS (6324) 4.70% 9.30% 4.70% 1.65% 36.49 2.86 29,169,742,500$       
Centene Corporation 4.70% 9.30% 4.70% 1.65% 36.49 2.86 29,169,742,500$       
SERVICES COMPUTER INTEGRATED SYSTEMS DESIGN (7373) 2.49% 9.58% 6.90% 5.24% 46.50 1.57 5,659,723,259$         
CACI International Inc 1.00% 8.22% 7.00% 5.35% 51.52 1.25 3,940,569,778$         
Leidos 1.64% 8.51% 6.87% 5.20% 29.33 1.46 8,724,600,000$         
Science Applications International Corporation 4.83% 12.00% 6.83% 5.18% 58.64 2.00 4,314,000,000$         
SERVICES ENGINEERING SERVICES (8711) ‐3.00% 4.33% 7.67% 1.80% 29.87 1.43 14,077,642,222$       
AECOM ‐3.00% 4.33% 7.67% 1.80% 29.87 1.43 14,077,642,222$       
SERVICES MANAGEMENT SERVICES (8741) ‐0.40% 6.70% 7.00% 8.31% 65.42 1.28 2,119,021,500$         
ManTech International Corporation ‐0.40% 6.70% 7.00% 8.31% 65.42 1.28 2,119,021,500$         
SERVICES‐MANAGEMENT CONSULTING SERVICES (8742) 9.78% 14.67% 4.78% 4.13% 38.69 1.81 5,783,211,333$         
Booz Allen Hamilton Holding Corporation 9.78% 14.67% 4.78% 4.13% 38.69 1.81 5,783,211,333$         
SERVICES FACILITIES SUPPORT MANAGEMENT SERVICES (8744) 7.37% 15.83% 8.46% 0.29% 191.19 2.39 1,225,201,000$         
Vectrus 7.37% 15.83% 8.46% 0.29% 191.19 2.39 1,225,201,000$         





























































SICit Control Variable N/A Control variable for industry for firm i  at time t .
Total Salesit Control Variable N/A Control variable for size for firm i  at time t .
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